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0f the developments reported an this m:ak‘g that regarding the
' possibility of trouble in Bolivia (p. L) is particularly sipgaificant,

CURERNT DEVELOPMENTS

GLWERAL: The US Scnatels comdthes report om coffee already has resulied
ir. adverse reactioms fram latin Ameries (p 2), A new, international,
noo-Gommund.st Jabor organization is to replace the CIT as a forve opposed
to Commndst influence among Latin dmerican labor groups {p. 2},

DURTHERN AREA: 1Im Cubs, the ssizure of the Commmist newspaper Hoy is

the most important develorment to date in the cammaien to suppress Come

mndsm {p. 2}, Cuba is lauwnching an extensive public works program

{p. 3). The strengthening of Juatemsla’s armed forces will restore %o

them considerable political, as well as military, strength (p. 3}, In

Panama, prospecets of troubhle Lave inersased bocause of unresolved dif-
farences bebtween President 4rias and Chief of Police Remdn (p. 3).
Panama®s enthusiasm for support of the UN cause in Korea has lessened
tecause offers of aid have not been acvepted (p, L),

SOUTHERN AREA: In Dolivia, serious sonsequences rmy atiend the erditical
labor situation in that country®s mining area (p. A!;’B- Chile's copper

industry may again face a setback if strikes follow the termimtion of
ths present Jabor contsact (p. L), '
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3.

GENERAL: US Semate Coffee Report Expected to Intensig_ﬁntivﬂs

§errbiman‘b

sentiment will be intensified in most of the

coffee-mvducing rations of Latin Awmerica as a result of the unani~
mous approval by the US Semate Commibiee on Agriculture and Foresbtry
of the revised "Cillette Report!", Adverse reachbicms have already
appeared in Colombia and in Brazil where there was particularly
strong feeling following the release of the earlier "Gillette Rapcrt"
Iabtin American opinion thus far has beon that the report has done
a disservice to the "goodrnelighbor policy®, and that the US Congress
has shown a lack of interest in the protests made last dune by the
1} Iatin American coffee-producing nations, If the US Semate accepts
the roport of the commitbtes, an even greater wave of anti~US senti-
ment can be expected,

Amﬁcm Regional Affiliate of the ICFIU to be Formed
riational Confederation OF Free lrade Unions

(ICFTU), mzpported by both CIO and AFL, together with the M‘L-
sponsored Confedsracitn Interamericans de Trabajadores (cIT),
planning a hemdsphore-wide labor conference in Bexico City in Jan- ‘
vary 1951 to establish an American vegional affiliate to take over
the CIT and probsbly also to include the Mexican CTM and a few
other unions not presently in the CIT,

The new organigation should prove more representative of
all nor-Compunlst labor in the Western Hemisphere, amd its affilds-
tion with the ICFIU would give non~Commuaist Latin American labor
increased influence in the ILO and UN because the ICFIU has con~
sultative status in the latier two organizabions, The new affiliate,
whon developed, should provide more effective opposition to the
Commumiet~dominated CTAL, varticularly in counteracting Commmist

ropaganda among laboring grouwps,

CUBA: Anti-Commmnist Carpaien Progresses

The seizure by tho gavenmem;: of the principal Communist propa=
ganda vehicls, the daily Koy, represents ths most important dovelop-
ment to date in vhat now appears to be a fairly widespread and
effective ceampaign to swppress Commmist activities in Cuba, Other
current evidences of inoreasing public gnd goverimental pressure for
Communist contaimment include the firing of Cormmist workers Wy the
Cuban Electric Company after authorization by the union Wiy, 25X1
1 Aug 50); a vote by the Syndicate of Habana Warehouse Vorkers and
by the Natioral Federation of ledical Workers permitiing the expul~
sion of known Commumists; and & newspeper campaign which resulted in
the repudiation by thousands of Cubans of theolr signatures on the
&hockholm "peace® petition, If the international situation remains
acute, fHurther anti-Communist action is expected, possibly including
the outlawing of the Cuban Communist Party (FSP),
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Internal Bond Issue for Public Works
_ m The new p ¢ works bond issuves will
be limited, The present bond issue 1z for $h5 milion and an addi=
tiomal 475 million issue is eventually to be s0ld for similar

| purposes » 1 Aug 50), There is no doubb that large

expentiit are needed for roads, water works and sleotric power
facilities and to facilitate agriculbural and industrial devslop~
ment, end also that there is an acute water shortages in sevaral
urban areas, However, real benefits from the new bond isswe will
Ir'obably be relatively small since graft and inefficient expendi= -
tures may be expected to prevent propes application of those funds,

GUATEMMIA:  Strengthening he Armed Forges: Politieal Implications
. A aigriiican ange iIn the political situal lon 18 dnad~
cabed by Gustemlan army and air force negotlations for the purchaso
of arms to be dolivered, if possible, before the presidential alec-
tiong in November, The sudden availabilily of funds for ths armed
forces, after a long perdod of administrative meglect, suggests

that President Arévalo has overcoms his inherent distrust of the
mlitary (now purged of strongly conservative officers) and is e
mred 0 uwse the army to maintain order during the elettions, if

not to infinence their outecoms, Haretofore, the military has
suffered wiils the National Police amd tho militant, Commmist~

Arbens) have been permitted to accumilate arms, Howover, Ardvalots
decision to place the sowatry undor arny control during recent
disturbagaes demonstrates the existence of mbual coafidence be-
tweon Arévalo and Major Paz Tejada, Chief of the Armed Forces,
Yoreover, because the lsbor unions bave been partisiiy diga:md by
the army, and because the loftist mro-Arbenz Partido Acoidn Revoluw
cionaria and the National Police are the caly other organdzations
(basides the army itself) capable of forecful, organized interference
with the elections, the strengthening of the military suggests an
effort by the administration to redress the political balante in
favor of the moderates, ,

In general, it is belisved that the strengthening of
the armed forees will bomefit US interests, since at the present
time, these forees are the most mederate of the organization capable
of sffectively influencing political developments,

PANAMA: Political Temsion

NG po. ca tensionhaamoutofaatmgglefar
power botween the president and Police Chief Remén and by a rap-
prochement among factions opposing Arias, Tmmediate causes fop the
currant tension are the president s offorts to avold the reappoint~
ment ag compiroller genmeral of Remdnis brother-in-law and %o
strengthen his regime against a possible opposition majority in

VST o VK
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the National Assexdbly scheduled to meet on 1 October, Underlying
cauges of the continuing political tension are Polics Chief
Remén's koy position in politics and his Interest in supporting
opposition to Arias in order to further his om politﬁ.cal pogition,
The as yet unrasolwed diffevenceos bebween Arias and Remdm continue
20 consti"&gtte a threat to stability, (Substance in CIA WKly,

5 dvg 50,

Prese Criticism of UN Delay in Accepting Offers of Mlitary
Al
Panara ts enthusiastioc support of the UN moves in Kores is
boing somewhat shaken by UN's delay in accepbting the offer of aid
mde severdl weeks apo, The governuent's offer of bases for the
training of UN tvoops, of its merohant marine, and of obher forms
of aid, had received the support of all polit:ical elomendts in
Panama excoept the Commumists, Panamanian voluntesrs for military
service Withifbhe W now munber over ope thousand, a largsé mwber
for this Em.‘li sountry,

BOLIVIA: Posiible Disorder in Mining Aroa

There has b p f change in the critﬁ.cally -
stable labor aituation singe last mak when the US Enbasty at 1a Paz
recormended evacvation of Americans fivon the trouble ares {CIA Daily,
23 Aug 50), Discontent hos recontly been general amomg hiine labor
because certain commitments made bo it by management have not been
meb and because students and teachers, who recently wont on strike
in Ia Paz at the alleged instlgation oi? the PIR, and possibly the
MNR, bave been inciting the miners, Further, Communists, vho bave
reportedly schednled an uprising in the mining aveas for the noar
future, conbinuwe o be a potential threab because of their demons-
strated abllity to aggravate any erdtieal sitwation,

As thore is mo evidence thus far that the govermment bas
taken propey precautions against the occcwrrence of a second RCatavi
incident®, 41t appears quite possible thet the very volatile~-natured
miners mwy engage in violence which, corbined with curvent disorder
in Ia Paz, may load to a seriocus politisal—economic erisis,

CHILE: Possible labor Troubles in the Coppex I:ﬂugbzi

production, ciready curtailed this year by two serious
strikes at Chuguicamata (the world's largest copper mine and process~
ing plant), may face another setback when the existing labor sontrach
with the Gf:.ﬂe Exploration Coampany expives on 31 Augvst Although
there are no indications that discussions of grievances sve immi~
nenb, it appears likely that the two chief demands that touched off
the former strikes == that overtime be climipated or reduced and
that the five pesos per day bonpus currently paid be considered a

CONFIDENTIAL
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permnent wage inctesse ~- mey be used by ths Commindst leaders of
the sindicatos as a springbcard for prolonged labor troubles,
Resistance by the comparny, which would be alwmost cerbain, would
cause a tie-up of the industry that might be dameging to Chilean
sconomic and politicsl stability as well as to the U5 inberest in
safoguarding the production of this strategic commdity,
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29 Angust 1950
8 w < The stebility of the Colomblan govermment has
8 1y improved. The econamie situation has deterlorated

eglightly in recent momths but is provably still Laovorabls.
The army o2 e whols has remained loyal to the government.
Copabilities of the Colombian Comnunist Perty remain slight.
International relations remain pood.

~= U8 security interests have been favorebly affected
by the improved stability of the Coloembian government.)

The stebility of the Colombian government has apparvently improved as a
vesult of the peaceful inavguration of President Gomez wn 7 Angust.

. The offislal Libersl Party position In regard to the now rogime is one

of pagsive clvil resistencs. In the period preceding the inavgurstion, the
subversive elements of the Idbsral Party together with an undetermined nuwber
of army officers tried unsuccessfully Lo crganize a revolution befors the now
prosident should take office. Hoderate libersl slemouts were attempbing dur=
ing the ssme period $o persuade the party to unite on scme positive program
through which the Iiberals would be abls to exert scme influence o the Gémes
rogine. At the Natlonal Iiberal Conmvention on 10 August, however, 1t beecame
eloar that the Iiberal Party's intrensisent elemerte (whieh include the Natimmel
Divectorate) had succesded in preserving the Directaratets "do-nothing® poliey
for the party as & wholeo _

~ The svowed intentlons of the newly-insugurated president are 1) to strengthen
Colomblan-U5 fyiendship, 2} to insure fair treatmont for forelgn capital, end
3} to eliminate viclence. In thess stotements, Gémez is belioved to be sincere.

In regard to constitutionsl pusrantees, Gémes has beon lesg explicit.
The importent actions teken by the Conmervative rogime during the pre-inauguras
tion period weresr the indefinite postpounement of Congrossionsl sessions; the
scheduling of new Congressional and mmieipal elections for June and September
raspoctively of 1951; and the semi-officiel pronmmeament that the state of
siege would continue until after June 1951. These decisions were undoubtedly
taken with the concurrence of Gamez and will continue to be effective undew
the new regime. In addition, prose censorship has been tiphtened, tolsphons
taps have boen Instituted, and sclective censorship of the malls has been re-
sumed. Although the Idberals® freedom to assemble wes epparently not limited
in the case of the Nationel Comvention on 10 Auvguat, the meetings of the lLiberal
Confederation of Colomblsn Workers bave beon hampered by government aetion-

estinates that the present restrictions on clvil liberties will Be
continied at least for the immediate fubure; that Glmez will make a sinecere
effort to eontrol the most violent members of his party; and thaot the govern~
nent will remain relatively stable for the next soversl months.
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j Sitvation Nemowandum 5350

s Soopcpic v '

;' . The econtmic sltuation has deleriorated slightly in recent nonths, but

‘ is probably still favorable. It 18 true theb weathor eonditions have baen
unusually poor For hoth food crops snd coffee. Consequentlyy ccab-of~liviog
incresged have been accelevated, particulszly for the working cless, and

5 coffen production for 1950 will be at least 10% boluw normal. The eurrent

| high level of coffes prices is, however, a countergoighing favorable fachor.

' The rise of coffee prices In wocent months end the congequent resumpblon of

corfee cuports hed reduced the unfavorsblo balane of trade during 1950 o
US$12 million by 8 Julye It 1o esbimated thab the high coffee pricss will
prevent sevious balince of paymente difficulties in Colembia in 1950 despite
the vecontly incroaged inmportation of merchendisa, nachinery, end reterials
which might becone scarce becanse of the confliet in Korosy despite ¢the ine
ereased food importss and deapite the smaller volime of coffee rroduchion
and thersfovre of coffos exporias ,

A posgible favorable indleatleon for US forolgn Anvesimens in Colenbie
(in addition to the attitude of Odpes — geo Titisal) is the ruméred arrange-
nent by which Tropleal 01l Cempavy nay he offered 4%1 of the stock bub full
menaperinl eontrol in the DeMares petroleun concession which veveris 4o the
' Coloanblion government in August 1951.

| .
! The smy s o vhole has remsined loyel o the govermment. The 20 July
25X 1 plat |i Tlys 13 dul 50) was effoctively thwaried, snd only & fow eivilien
; srrests and wmivor bioodshed osewsped. The avmy offensive against the insurrec-
vionary movenment in the Iluncs has had a fair degree of success se e indicabed
by tho light Yo Venezuola of the mosh important lcader, Bliseo Veldsynes.

The Nationsl Pollce, though unguestionebly Conzervatives. ave a dublous
asset to the Administration. Heving hed ab leasi & shave in cansing the cone
binved conflict in the Llanss, the police are new o factor of unvest in Antdbquis.
Lrmy-police hostdlity, which has led %o several wiver ermed elashes in recent
months, has boon. ineroased by e report that some of the police divisiong have
recelved rapid-firing weapons, presvmebly in order o eppeso. the aray 18 the
oceagion should arise.

Alr foree capebllities will be substensially ineressed bv the eonpletion
of contenplated Colombian purehases in the US of twelve new alreraft ond USE270,000
worth of spare parta. Approwimetely 85 of the Adw Forcels 145 piroraft ave
non~cperational at present, primarily because of a lack e apare parbs.

, The Coleubien Communist Paréy's cepsbilitics for subversive sction rensin
slignt. Although perty proncuncomenss and press hed followed the Soviet line.
on 8 @3;«; pardy leaders were still awaiting instructions op ordeniation on the
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Kerean confliet from either Buchavess or Paris. Dweing wocent months the dig-
tributlon of the Cominform rolesse: Eom bap vy ducedenas o 10 g demooraeis
Dopuler has been initisted. Subseriptions eve being =old for the equlvelent
of’ approxinetely USE7.50 per yoar and this money should slightly elleviate
the extrenely poor finaneial eanditlon of the PErtys since the miblicetions
are rocoived without charps.

The Colembien govermment and bress heve vholeheartedly supported the US
and the UN in the Korsan sitvablon, at the same time condennlog the Soviets
for the invasion of southesn Korvos. T6 is true thab, when conversaiions with
the US Army to determine the needs of the unified eomiand were helld shortly
before the insugurabtion of Gdmez, 1t was decided thut no cemnitments fopr
Colomblon assisbance conld be msde until after the Gomes govevnment hed besn
insteldled on 7 Mugust. However, as early o8 27 June, the Colombian navy
regueeted information as to possible coordinetion with the US, Furthernove,
the Foredgn Office position has been that any ullitery action Colombie might
teke should be coordinabed with that of other nations, bub this statenent wag
avowedly not meant o indleate that Golembia necessarily would not zend troops
unloss obher Latin American courdries dld soe '

% 48 considered poseibly significant for US-Uolombian welations that
Laurcano Gomew, in conversation with Anbagesdoy Beeulae on 24 July, stated
that he feared thah the Commmists would meko a concentrated effort in Colomhia,
and thaty given a willien dolliars, they eould bring sboub a succesernl rovolusw.
tlon. ﬁestimates that this statoment 1s completely mnfoundad in fact, and
that i Cxpressich wag designed exclusively 4o enhance, in US eyes the impor-
tance of good relations betweon the UGS and Laureano Génez.
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